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ALGERIA: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted) 


% Change 
1973 1974 1975 1976 75/76 


Gross domestic product (GDP) 7,570 11,465 12,384 15,312 
Real GDP (1975 Prices) 11,411 11,870 12,384 13,622 
Population (millions) 14.7 15.2 25.7 16.2 
GDP per capita (dollars) 515 754 787 945 


GDP _ by Sectors 
Hydrocarbons 1,454 4,248 3,768 n/a 


Construction 1,027 1,248 1,488 n/a 
Manufacturing 1,336 1,214 1,438 n/a 
Commerce 1,116 1,219 1,344 n/a 
Government services 758 888 1,200 n/a 
Other services 811 936 1,032 n/a 
Agriculture 631 763 888 n/a 
Transport 331 454 552 n/a 
Other 326 495 674 n/a 


Gross domestic expenditure 8,465 11,246 14,040 n/a 
Private consumption 4,082 4,574 5,520 n/a 
Gross capital formation 3,142 4,500 6,072 n/a 
Capital formation as % of GDP 41.5% 39.2% 49.0% n/a 


Balance of Payments 

Exports (f.0.b.) 1,897 4,599 4,442 5,061 
Exports to U.S. 215 1,091 1,359 2,210 
Imports (f.o.b.) 2,242 4,058 5,861 5,465 
Imports from U.S. 161 315 632 487 
Service receipts 519 716 788 850 
Service payments 702 1,125 1,540 2,000 
Transfers (net) 50 -400 27 40 
Current account -439 167 -1,540 -1,514 
Capital account 1,196 256 1,304 2,148 
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External debt (year end) 2,954 3,311 4,521 6,700 
Int'l reserves (year end) 1,143 1,689 1,353 1,987 
Debt service 308 702 569 764 
Interest on external debt 70 223 256 339 
Debt service (% of exports) 16.2% 15.3% 12.8% 15.1% 


Government Accounts 

Revenue 3,403 5,272 5,806 
Current’ expenditures 2,304 3,360 3,504 
Capital expenditures 1,560 2,084 2,084 


Crude oil production (1) 392 373 358 392 
Crude oil price (2) 3.00 14,00 12.00 12.85 
Natural gas production (3) 5,621 5,978 7,800 10,500 


NOTES: Figures not always consistent because of differing sources. Algerian 
data have been converted at 1 DA=$0.24. (1) Millions of barrels, includes 


condensates, (2) Dollars per barrel, January. (3) Millions of cubic meters. 





SUMMARY 


Algeria's gross domestic product (GDP) reached $15.3 billion 
in 1976, about $950 per capita. Real GDP increased about 10%, 
following two years of much smaller increases. The 1973/74 
oil price increases have enabled the country to invest over 
half of its income without reducing living standards and have 
made hydrocarbons the backbone of the economy, accounting 

for a third of GDP. Oil production was 1.07 million barrels 

a day in 1976, 9% above 1975. Natural gas production was 10.5 
billion cubic meters (371 billion cubic feet), almost half of 
which was exported in liquified form (LNG). Exports of LNG 
are expected to grow rapidly and become a major earner of 
foreign exchange in the 1980s and beyond. 


Industrial development is taking place across a wide spectrum 
of industries but is hampered by a shortage of skilled manpower. 
Agricultural production was good in 1976, but the general 
performance of agriculture has been poor and food imports are 

a heavy drain on foreign exchange resources. 


The Government budget is in balance. The state corporations 
plan about $6 billion of investments in 1977. The current 
account of the balance of payments recorded a deficit of 

about $1.5 billion in 1976, about the same as the year before. 
Loan capital continues to flow in'but the size of Algeria's 
external debt is making foreign lenders more hesitant about 
extending credit. The debt service ratio is about 15% and is 
projected to increase in the years ahead. External reserves 
amount to some $2 billion, the equivalent of four months imports. 


The United States became Algeria's main trading partner in 

1976. U.S. exports to Algeria (f.a.s.) amounted to $487 million 
in 1976; U.S. imports (also f.a.s.), largely of crude oil, were 
$2.2 billion. U.S. firms have won large turnkey contracts and 
U.S. banks have loaned hundreds of millions of dollars to 

Algeria. The Algerian market will continue to offer opportunities 
but their scope will depend on the country's ability to put 

gas liquefaction plants on line and to control its foreign 
exchange expenditures in the years immediately ahead. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Algerian government does not publish estimates of gross 
national product (GNP) or real gross domestic product (GDP). 
One reliable outside source puts real GDP (1975 prices) at 
$13.6 billion in 1976, up 10% from 1975. The same source 
estimates real GDP growth at 4.3% in 1975 and 4.0% in 1974. 





The Finance Minister estimates that nominal GDP reached 
$15.3 billion (DA 63.8 billion) in 1976, some 20% above 
the 1975 figure. Population, which is growing at the 
exceptionally high rate of at least 3.2%, is estimated 
at over 16 million, giving a nominal per capita GDP 
approaching $1,000. 


The money supply rose 24% in 1974 and 31% (to 30.5 billion 
dinars) in 1975. Consumer price inflation was 6.5% and 
10.9% in those years. No estimate for 1976 is available 
but it is likely that inflation accelerated further. 


The budget of the Algerian Government is presented in three 
sections: a budget of current expenditures ($3.8 billion in 
1977), a capital account budget ($2.86 billion), and a budget 
of planned investment by the state corporations ($6 billion). 
The first two (the government budget proper) have generally 
been financed from current revenue. The state corporations are 
largely self-financed but have also received substantial 
extra-budgetary subsidies from the government. 


The 1973/74 increases in oil prices and the producing countries' 
ability to maintain the real price of oil have made hydrocarbons 
the backbone of the Algerian economy. The share of oil and 
natural gas in total GDP, 15% in 1970, has more than doubled 
and is expected to increase further as exports of liquified 
natural gas (LNG) begin to grow rapidly in the years ahead. 
Production of crude oil (and condensates) has been close to 

50 million metric tons a year for several years. The official 
figure for 1976 is 50.1 million, or about 1.07 million barrels 
a day. This is a low-sulphur, light (API 42 degrees) crude 
located close to major markets that commands a premium price. 
The state sales price for Algerian crude is not announced, 

but Algeria is believed to be maintaining a differential 

of at least $1.60 above the new "marker" price of $12.70 agreed 
by the majority of OPEC countries at their Doha meeting in 
December 1976. Improved secondary recovery methods may boost 
production in 1977 and oil exports (some 90% of production) 

are expected to produce foreign exchange earnings of about 

$4.7 billion. 


LNG exports, some of which go to the United States, are still 
of minor importance compared to crude oil. Natural gas production 
was 10.5 billion cubic meters in 1976, of which 4.9 billion 
were exported as LNG. As new liquefaction facilities come 

on stream in 1978 and the years beyond these figures should 
grow rapidly. Sonatrach, the state hydrocarbons firm, projects 
LNG exports at about 30 billion cubic meters in 1980 or 1981, 
with additional capacity coming on stream in the following 
years. At 1976 prices of over $1.30 per million BTUs (about 
$0.05 per cubic meter), this represents some $1.5 billion in 
potential export earnings by 1980/81. Because of the modest 
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existing liquefaction capacity and the low prices in existing 
sales contracts, however, LNG is thought to have earned only 
about $100 million in 1976. LNG exports should be a major 
factor in Algeria's balance of payments in the years ahead 

but much will depend upon Sonatrach's ability to put liquefaction 
and transport facilities on line without excessive delay and 

to win approval of its newer sales contracts by the governments 
of the consuming countries, particularly the U.S. American 

firms have contracted for about half of Algeria's planned 
eventual LNG output of some 75 billion cubic meters a year. 


While planning to increase exports of crude oil and LNG, 
Sonatrach also expects to develop.its refining capacity 

in order to export substantial quantities of refined products 
and liquified petroleum gas (LPG). Important investments in 
petrochemicals -- methanol, resins, plastics, chlorine and 
caustic soda -- are also planned or underway. 


The manufacturing sector is second only to hydrocarbons in 

the government's development priorities. The Second Development 
plan (1974-77) calls for heavy investments in the steel, 
non-ferrous metals, mechanical and electrical engineering, and 
construction material industries. Light industry is also 

being expanded and some 100 new plants of all sizes are being 
opened every year. Many of these are suffering from a lack 


of skilled manpower, but the government is investing large 

sums in education and training in order to overcome this problem. 
Investment in manufacturing exceeded planned levels in 1974 and 
1975 and created sectoral imbalances that the government 
recognized and began to correct in 1976. 


Agricultural production of course varies with the weather, 

which has caused substantial year-to-year changes in production 
levels in recent years. Production was low in 1975, high in 

1976 (2.6 million metric tons of grain), and is expected to be 
low again in 1977. Agriculture has been a neglected sector, 
receiving, for example, 6.8% of total investment funds in 1974 

and 1975 against a planned figure of 11.0%, and production over 
the years has stagnated in the face of a rapidly rising population. 
Imports of foodstuffs are an increasingly serious drain on foreign 
exchange resources - about $500 million in an average year but 
over $1 billion in 1975. Wine, once Algeria's main export, now 
goes mainly to Eastern Europe and is not believed to offer 
important opportunities for increased sales abroad. Wine 
production, about 6.4 million hectoliters, is being reduced 

and vineyards are bing converted to other uses. Production 

of olive oil, dates, tomatoes, sugar beets and esparto grass 

has increased in recent years, but production of citrus, 

potatoes, tobacco and cotton has been stagnant. The population 

of cattle (1 million), goats (3 million) and sheep (10 million) 

is believed to remain fairly stable. 
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Gross fixed capital formation is extremely high in Algeria, 
particularly since the 1973/74 oil price rises. Capital 
formation is put at over 40% of gross domestic expenditure 
and over 50% of GDP. (Expenditure of course exceeds product 
in this capital importing country.) This high investment 
rate has ‘been accomplished at the expense of the consumption 
rate but the quantum jump in the size of the whole economic 
pie following the 1973/74 oil price rises has allowed this 
process to take place relatively painlessly and without the 
need to reduce real incomes. 


The current account of the Algerian balance of payments is 

normally characterized by a deficit in visible trade ($1.4 billion 
in 1975, $400 million in 1976), a large net deficit for services 
($750 million and $1.2 billion), and important unilateral transfers 
from abroad, largely reflecting remittances from Algerian workers 
in France. These elements together normally produce large current 
account deficits ($1.5 billion in 1975 and 1976), although the 

oil price windfall resulted in a surplus in 1974. 


The deficit on current account has normally been financed by 
capital imports, entirely in the form of loans and credits 

since foreign direct investment is not welcome. This has built 
up foreign debt in recent years to a substantial level. Believed 
to have been $6.7 billion at the end of 1976, the disbursed debt 
is expected to increase further in the next few years. The 
Government expects the debt service ratio, now about 15%, to 
increase to almost 25% in the early 1980s. Little financing 

of the current deficit can come from reserves, which while adequate 
at perhaps $2 billion in late 1976, do not allow room for 
substantial rundowns. 


IMPLICATIONS FOR THE UNITED STATES 


The United States became Algeria's main trading partner in 1976. 
U.S. exports (f.a.s.) to Algeria were $487 million and U.S. 
imports (f.a.s.) from Algeria were $2.2 billion. This total 
($2.7 million) compares with a figure of about $2.4 billion 

for France, which remained the main supplier to the Algerian 
market, followed by the Federal Republic of Germany, the U.S., 
Italy, Japan and the United Kingdom. 


The main U.S. exports to Algeria have been grains, mechanical 
handling machinery, iron and steel products, construction and 
mining machinery, motor vehicles, electric power machinery 

and aircraft. U.S. firms have also won large contracts for 
the construction of gas liquefaction plants, gas treatment 
plants, electronics plants, and irrigation projects, and for 
oil and gas exploration, as well as smaller but still 
significant consulting contracts, particularly in oil, gas and 
petrochemicals. These contracts make important contributions 
to U.S. invisible earnings and partly account for the large 
net deficit in the services account in Algeria's balance of payments. 





7 


The United States took 45% of Algerian crude oil production 
in 1976 (54% in the first quarter of 1977) and imports from 
Algeria were 8% of total U.S. imports of crude. The U.S. 

was Algeria's main export market, followed by Germany, France, 
Italy and the United Kingdom. 


In addition to the substantial and growing trade in goods and 
services between Algeria and the U.S., private American banks 
have hundreds of millions of dollars in loans and credits for 
Algeria on their books, as does the Export-Import Bank. 


Foreign direct investment is not welcome in Algeria, but trade, 
finance, construction and the provision of technical services 
offer ample opportunity for U.S. business. The Algerian market 
for foreign goods, which was somewhat smaller in 1976 than in 
1975, should resume its growth as earnings from LNG begin.to 
grow, although much of that revenue will have to be devoted 

to debt service. The 1978-81 Development Plan, now being 
prepared, is expected to continue to emphasize hydrocarbons 

and manufacturing, although more stress is expected to be put 
on completion of projects already underway than on new projects. 
Agriculture and infrastructure are also expected to receive a 
greater share of investment funds than they have in the past. 


U.S. firms seeking business in Algeria should bear in mind that 


this is essentially a socialist economy and that almost all 
transactions are with the state or the national companies. 
The Algerian government frowns on the use of agents and 
suppliers are often required to sign an affidavit certifying 
that they used no agents. U.S. firms new to the market are 
encouraged to call at the Embassy for background information 
on the pitfalls, as well as the opportunities, of doing 
business in Algeria. 


ailable by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
dditional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





